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MEMORANDUM OF THE CHAIRMAN 





To Members of the Committee on Interior and Insular Affairs: 


The Federal Government today is the proprietor of 21 percent of the 
land in the continental United States. In 10 Western States its 
average ownership equals about one-half of the land area. The 
greater part of this land has always been in Federal ownership. The 
Forest Service, Bureau of Land Management, Park Service, and other 
natural resource management agencies have the responsibility for 
most of this land. These lands are the resource base for about 9 

ercent of the gross national product. ‘The policies that are pursued 
in the development of these lands and resources in large measure guide 
the economic destiny of the West. 

Over the years the Federal Government has not followed a realistic 
course in furthering the development of these lands. Investments 
needed to assure economic development of the timber, grass, recrea- 
tion, water, and minerals, have been made within the criteria used for 
normal governmental operations. No effort has been made to 
consciously distinguish between investment and operating require- 
ments. Business-type financial presentations and economic analyses 
* have been lacking. 

The spark of the idea that the Government could and should develop 
these great public resources was kindled by Theodore Roosevelt some 
60 years ago. Yet, today, well-conceived investments in forest and 
range as well as in mineral and water resources are sorely needed. 
Frequently we have ‘‘economized”’ on public resource budgets without 
regard to consequent deterioration of our resource assets, loss of 
revenue or losses in economic growth. 

As a first step to exploring more adequate planning, budgeting, and 
accounting for resources the three agencies with prime resource and 
land management functions were selected. The Forest Service admin- 
isters 180 million acres which contain three-fourths of a trillion board- 
feet of timber. Last year these lands produced a sustained yield 
harvest of almost 7 billion board-feet of timber, 3,800,000 livestock 
grazed on the range, 3,400,000 big-game animals roamed these forests, 
over 55 million people enjoyed the recreational facilities on these forest 
lands. Substantial mineral operations were conducted and vast 
amounts of watershed were protected to assure water for millions of 
people. 

The Bureau of Land Management administers 468 million acres 
and the mineral resources on another 242 million acres including the 
Outer Continental Shelf. The mineral resources produced total, 
among other things—135 million barrels of petroleum; 330 million 
cubic feet of gas; 100 million gallons of gasoline. There are over 
5,500,000 tons of coal; 9 million tons of potassium and sodium sales; 
and 1 million tons of phosphate rock. Over 11,800,000 livestock and 
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1 million big game animals grazed the range, and 781 million board-feet 
of timber were contributed to the Nation’s economy. 

The national parks, containing 17 million acres “attracted over 55 
million visitors in 1957. Included in this total are participants in a 
variety of special recreational programs including mountain climbing, 
river runs, and cave explorations. Special historic areas attracted 
13 million people to see shrines of democracy. 

In order to get the financial facts in focus, I asked the Comptroller 
General ‘“‘to develop an initial financial statement, laid out on a 
business basis” for these agencies, pointing out that— 


without good knowledge of the assets the Federal lands and 
their resources represent, the Congress and the Executive 
lack a base for gaging proper investment levels, earning 
capacity and opportunities for improved management. 


The result is the attached report. It reveals clearly how little 
these agencies do know about reporting the total worth of the great 
resources they administer. The statements of financial condition, or 
balance sheets, show that the fixed assets of these agencies exclude 
from consideration any value of the public domain land under their 
jurisdiction. The agencies have reported what is supposed to be 
“market value” for public domain land to the House Government 
Operations Committee. The Comptroller General has pointed out 
that in the report to the House the entire national forest holdings 
were valued at $6.5 billion, Bureau of Land Management lands at 
$2.7 billion, and national park lands at about $642 million. The 
reports understate the value of the real property assets under the juris- 
diction of these agencies by about $9 billion. In addition, the agencies 
have not valued minerals, water, and recreation which, in all proba- 
bility, have a capitalized value of an even greater amount. 

A second deficiency in accounting is the failure to fully utilize 
depreciation and depletion, thus, improperly stating net worth. 
Accrual and cost accounting are not equally and fully applied, but 
such records are being developed. 

These reports show that the agencies do not have a business-type 
report indicating revenue potentialities or even properly matching 
expenditures and revenues. For example, funds allocated to activities 
such as watershed management, recreation and timber use are not 
matched to revenue. The Forest Service excludes payments to 
States from its statements of receipts and expenditures, while the 
Bureau of Land Management includes these payments. The Forest 
Service capitalizes roads constructed by timber purchasers in its 
financial statement, but does not report these as noncash income. 

Recognizing these deficiencies, I submitted the material supplied 
by the agencies to the Comptroller General to Mr. Marion Clawson, 
a land management specialist with Resources for the Future, a re- 
search foundation. He has been kind enough to amplify the financial 
report and set forth some considerations deserving attention. His 
comments appear after the Comptroller General’s report. 

The authority placed in our committee for matters affecting public 
lands requires that we keep informed, and that we keep the public 
informed, on matters which affect these lands. The growing need to 
develop our public lands resources requires more adequate information. 
We need to acquaint the people of our Nation with the tremendous 
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value of the Federal assets belonging to them so amounts budgeted to 
protecting resources, and amounts of investment made to expand use 
of the public lands can be related to the value of the assets with which 
we are dealing and potential revenues and benefits. 

It is my hope that this report will stimulate interest in adequate 
financial support to enhance the value of our public lands to our 
economy. 

This report is transmitted in a form suitable for limited distribution 
to enable us to lay the situation, factually, before people interested in 
resource development, and to encourage comments from the public 
and agencies of Government on steps that should be taken to better 
inform the Nation on the development potential and needs for our 
public natural resources. 

We might later publish comments received from all sources and then 
discuss steps which will secure the adoption of improvements. 


James E. Murray, 
Chairman. 
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LETTER FROM SENATOR MURRAY TO THE COMPTROLLER 
GENERAL 


Unitep States SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
November 15, 1957. 
Mr. JosEpH CAMPBELL, 
Comptroller General of the United States, 
General Accounting Office, Washington, D. C. 

Dear Mr. Campse.u: My long and continued interest in conser- 
vation has been touched again by a very scholarly treatise by Messrs. 
Marion Clawson and Burnell Held on The Federal Lands. The 
authors clearly demonstrate that we lack a realistic balance sheet and 

rofit and loss statement for our great natural resource programs. 
They point out that without good knowledge of the assets the Federal 
lands and their resources represent, the Congress and the Executive 
lack a base for gaging proper investment levels, earning capacity 
and opportunities for improved management. 

The contribution of your audit reports are well recognized and the 
thought I now have is that the special capabilities of your organi- 
zation enable it to perform a new service in furthering the improve- 
ment of our Federal lands. I would like your office to develop an 
initial financial statement, laid out on a business basis, for the Forest 
Service, Bureau of Land Management, and the Park Service. There 
are limitations in the ready availability of all of the information 
needed to list and value assets such as various types of timber, lands, 
minerals, roads, buildings, and other items. However, since this would 
be, in effect, a first effort, I am certain that the result would be viewed 
in this light. 

The accounting experience of your office can be effectively used to 
continue the development of better financial reporting. It would be 
my express wish that you would work closely with the agencies in the 
formulation of systems of accounting to promote improvements in this 
vital area. 

It would be appreciated if you would arrange to review The Federal 
Lands and to meet with Messrs. Clawson and Held to obtain the bene- 
fit of their views, as well as to work closely with the agencies in develop- 
ing your approach to this matter. 

After you have had a chance to consider this request, will you advise 
me of the steps you can take to provide the information needed? 

Sincerely yours, 
JAMES E. Murray, 
Chairman. 
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COMPTROLLER GENERAL’S RESPONSE 








Wasuineaton, D. C., April 18, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs. 

Dear Mr. Cuarrman: Further reference is made to your letter 
dated November 15, 1957, concerning the development of an initial 
financial statement, ‘laid out on a businesslike basis, for the Forest 
Service, the Bureau of Land Management, and the National Park 
Service. 

In accordance with the agreement reached on December 20, 1957, 
between Mr. Stong of your staff and representatives of our Office, as 
reported to you on January 9, 1958, we have prepared a report in- 
cluding a discussion of accounting problems in maintaining books of 
account and preparing financial statements on a business-type basis, a 
description of accounting systems and accounts maintained, and 
financial statements and related comments for the three subject 
agencies. Based on our review and discussions with appropriate 
officials of the Forest Service, Bureau of Land Management, and 
National Park Service, the principal accounting problems in main- 
taining books of account and in preparing financial statements on a 
business-type basis are proper evaluation of certain assets, further 
development of accrual and cost accounting, and appropriate matching 
of revenues against expenses. Specific comments are included in the 
accompanying report. 

Also, in accordance with your request, we have met with Messrs. 
Clawson and Held, authors of the book entitled ‘The Federal Lands,” 
to obtain their views regarding financial statements for the subject 
agencies. Generally, the authors believe that a system of accounts is 
needed that will provide data for economic analysis as well as balance 
sheets and operating statements, based on generally accepted account- 
ing concepts. They advised us also that they did not visualize the 
form which the financial statements should take but agreed that the 
financial statements should not deviate too much from generally 
accepted accounting principles. They believed also that the financial 
statements should be supplemented by statistical data so that eco- 
nomic and social analyses can be made. 

Our comments, however, relate to accounting analyses based on 
generally accepted accounting principles rather than economic 
analyses. 

As you know, the Budget and Accounting Procedures Act of 1950, 
approved September 12, 1950 (64 Stat. 832), places upon the head of 
each executive agency of the Government the specific responsibility 
for establishing and maintaining adequate systems of accounting and 
internal control which conform to principles, standards, and related 
requirements for accounting prescribed by the Comptroller General 
of the United States. 

We have assisted the three agencies concerned in accounting sys- 
tems development in the past and shall continue to cooperate with 
them on an advisory basis to further develop appropriate accounting 
systems. 

Sincerely yours, 


JosEPH CAMPBELL, 
Comptroller General of the United States. 








COMMENTS ON FINANCIAL STATEMENTS OF FOREST SERVICE, 
DEPARTMENT OF AGRICULTURE, AND BUREAU OF LAND 
MANAGEMENT AND NATIONAL PARK SERVICE, DEPART- 
MENT OF THE INTERIOR, APRIL 1958 


(By the Comptroller General of the United States) 
GENERAL COMMENTS 


In accordance with the request of the chairman, Committee on 
Interior and Insular Affairs, United States Senate, the General 
Accounting Office has reviewed the financial statements of the Forest 
Service, Department of Agriculture, and the Bureau of Land Manage- 
ment and National Park Service, Department of the Interior, for 
fiscal year 1957. This report describes the accounting system and 
accounts maintained by these agencies and comments on the account- 
ing problems in maintaining the books of account and preparing 
financial statements on a business-type basis. 

The review did not include an audit of the financial statements or 
the books of account of the agencies concerned. Our comments are 
based on a review of the financial statements, our background from 
prior years’ audits, and discussions with appropriate officials of the 
Forest Service, Bureau of Land Management, and National Park 
Service in Washington, D. C. 

Discussions were held also with the authors of the book entitled 
“The Federal Lands.” 








ACCOUNTING PROBLEMS IN MAINTAINING BOOKS OF 
ACCOUNT AND PREPARING FINANCIAL STATEMENTS ON 
A BUSINESS-TYPE BASIS 


The principal accounting problems in maintaining books of account 
and in preparing financial statements on a business-type basis are the 
proper evaluation of certain assets, further development of accrual 
and cost accounting, and appropriate matching of revenues against 
expenses. 

EVALUATION OF CERTAIN ASSETS 


A problem common to all three agencies is the recording in the books 
of account of the value of certain assets such as land, structures, and 
equipment. Each agency capitalizes some of these assets, but for the 
most part public domain lands, lands reserved or withdrawn from 
public domain, and lands donated or acquired without purchase are 
not capitalized. The agencies have recorded machinery and equip- 
ment in the books of account, but values for structures and facilities 
have been recorded only in some cases. Comments on specific problem 
areas for each agency follow. 


Forest Service 


The Forest Service prepares an investment statement showing 
capitalized values of certain assets, including lands. These assets, 
with the exception of machinery and equipment, are not recorded in 
the books of account. 

The preponderance of assets administered by the Service consists 
of real property. The Service’s real property capitalization practices 
vary, because the nature of acquisition has determined the capitaliza- 
tion criterion. The value of purchased land is carried on the Service’s 
investment record at cost. Other lands, including lands acquired by 
donation, reserved or withdrawn from public domain, and obtained 
through exchanges, are carried on the records at no monetary value. 
Valuation of real property acquired by diverse means is a difficult 
problem to which the Forest Service has been giving much thought. 
Current plans are to develop appropriate valuations for capitalization 
of all real property except lands reserved or withdrawn from the 
public domain. With respect to lands withdrawn or reserved from 
public domain for national forests, which comprise the major portion 
of the lands held by the Forest Service, the Department of Agriculture 
Administrative Regulations, title 7, provide that these lands ordinarily 
will not be capitalized. The Department of Agriculture estimated 
that at June 30, 1957, the value of these lands would exceed $6.5 
billion. Further discussion of this matter appears in our comments 
to the enclosed statement of financial condition. 

Structures and facilities of the Forest Service are recorded in its 
investment records. The Service does not recognize depreciation on 
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structures and facilities but plans to do so. When established, an 
allowance for accumulated depreciation can then be reported on the 
balance sheet and an appropriate depreciation expense can be shown 
on the receipts and expenditures statement. 


Bureau of Land Management 


The Bureau of Land Management (BLM) administers about 460 
million acres of public-domain land. Land records on the public 
domain are maintained but values have not been assigned or recorded 
in the books of account. Officials of the Bureau have informally ad- 
vised us that basic data for land evaluations are generally lacking 
and that the complexity of the problems involved and the large 
amounts of funds required to properly survey, classify, and appraise 
these lands, within a reasonable period of time, would greatly out- 
weigh any advantages to be gained in recording such values on the 
books of account. ‘The Department of the Interior estimated that at 
June 30, 1957, a rough approximation of the values of these lands 
would be $1,957,110,000, excluding mineral resources. See com- 
ments to the BLM balance sheet for further information on this 
evaluation. 

The BLM has recorded in books of account costs for certain struc- 
tures and improvements. However, expenditures for roads and 
trails and other structures are not recorded. BLM recognizes this 
problem, and we have been informally advised that the Bureau is 
providing for capitalizing roads, trails, and bridges, including the 
value of road allowances granted in timber sales. 


National Park Service 


The National Park Service (NPS) has recorded a value for some of 
its lands in the books of account, but a major portion is not recorded. 
Included in the national-park system are about 18.2 million acres of 
land reserved or withdrawn from the public domain. A value for 
these lands has not been recorded in the books of account. Land 
evaluation is a major problem in establishing financial accounts to 
fully disclose the accountability of NPS. The determination of a 
proper monetary value for all natural resources, including scenic or 
recreational values, in the national-park system is not simple. The 
NPS has given consideration to establishing financial control in the 
books of account by placing a value of 1 dollar on each acre. 

The Department of the Interior reported that at June 30, 1957, the 
estimated value of lands within the national-park system reserved or 
withdrawn from the public domain, excluding scenic and recreational 
sites, was $624,741,000. This value also excludes mineral resources. 
Further information on this matter is included in our comments to 
the enclosed NPS balance sheet. 

Structures and facilities for NPS consist of buildings and utilities, 
roads and trails, and parkways. The NPS has recently completed 
installation of a new accounting system. Costs for structures and 
facilities prior to the installation of the new system have not been 
recorded in the books of account. The Service estimates that the 
cost of items not recorded exceeds $500 million. Recorded construc- 
tion work in process, plant in process of reclassification, and related 
costs of plans and survey and supervision need to be reviewed by the 
Service before proper classification can be made in the financial 
records. NPS will have to inventory, appraise, and analyze cost data 
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applicable to construction activities in order to properly classify 
structures and facilities. 


ACCRUAL AND COST ACCOUNTING 


Section 2 (b) of Public Law 863, 84th Congress (act of August 1, 
1956, 70 Stat. 782), amended section 113 of the Budget and Account- 
ing Procedures Act of 1950 by providing that as soon as practicable 
the head of each executive agency shall cause the accounts of the 
agency to be maintained on an accrural basis to show the resources, 
liabilities, and costs of operations of the agency with a view to facili- 
tating the preparation of cost-based budgets. This section provides 
also that the accounting system required by Public Law 863 shall in- 
clude adequate monetary property accounting records as an integral 
part of the system. 

Section 1 (b) of Public Law 863 provides for the use of cost-based 
budgets in developing requests to the Bureau of the Budget for ap- 
eee at such times as may be determined by the President. 

his section provides also that, for purposes of administration and 
operation, such cost-based budgets shall be used by all departments 
and establishments and their subordinate units and that adminis- 
trative subdivisions of appropriations or funds shall be made on the 
basis of such cost-based budgets. The use of cost data is further 
recognized in sections 1 (a) and 2 (a). 

The objectives of the improved systems of accounting referred to 
in section 113 of the Budget and Accounting Procedures Act of 1950 
included full disclosure of the financial results of activities; adequate 
financial information for agency management; and effective control 
over and accountability for all funds, property, and other assets for 
which the agency is responsible. Public Law 863 recognizes that 
these objectives can be attained through the use of accrual account- 
ing, including property accounting. 

The maintenance of accounts on an accrual basis, or on a basis 
which can readily be converted to the accrual basis for purposes of 
cost-based budgets and other financial reports at all important report- 
ing dates, is a basic requirement for all executive agencies. 

The Forest Service, Bureau of Land Management, and National 
Park Service are in various stages of developing accrual and cost 
accounting. 

Forest Service ‘ 

Except for its working capital fund, the Forest Service does not use 
accrual accounting. Beginning with fiscal year 1958, the Service 
plans to establish additional accounts which will allow for reporting 
on an accrual, as well as a cash and obligation, basis at the end of 
each fiscal year. The purpose is to facilitate the preparation of the 
Statement of Financial Condition (Form SF-220) on an accrual basis, 
as requested by the Treasury Department, and to permit development 
of cost information beginning with fiscal year 1959 for use with the 
1961 and subsequent budget presentations. 


Bureau of Land Management 


At June 30, 1957, the Bureau of Land Management’s accounts 
were maintained on a modified accrual basis; i. e., accounts payable 
were recorded if goods and services had been received and revenues 








FULL DEVELOPMENT OF PUBLIC RESOURCES 7 


were recurded when billed rather than when earned. Cost accounts 
were maintained for certain activities, such as soil and moisture 
conservation, but were not integrated with the books of account. 
We have been advised that BLM is revising its accounting manual 
to provide for accrual accounting on a mont thly basis rather than an 
annual basis but plans have not been made to integrate the cost 
accounts with the books of account in the near future. BLM has 
reported to the Bureau of the Budget that it proposes to submit a 
cost-based budget for fiscal year 1960. 
National Park Service 

The National Park Service has adopted the accrual basis of ac- 
counting, except that revenues are recorded on the basis of billings 
rather than when earned; however, a substantial portion of the 
revenues consist of park entrance fees and are not required to be 
billed. Because revenues are deposited to miscellaneous receipts and 
the majority are received from park entrance fees, usually collected 
in June through September, NPS does not plan to record revenues on 
the accrual basis. Cost accounts have been established which are 
integrated with the books of account and will provide a basis for 
reporting cost-based budgets. The system is devised to distinguish 
between capital and noncapital expenditures. 


APPROPRIATE MATCHING OF REVENUES AGAINST EXPENSES 


One of the basic problems in preparing financial statements on a 
business-type basis is the appropriate matching of revenues against 
expenses. The degree of the problems involved varies with each of 
the three agencies. To present meaningful business-type financial 
statements, however, all three agencies need to further develop accrual 
accounting, as stated above, and to develop procedures for allocating 
expenses so that they may be related to appropriate categories of 
revenues. 

Specific comments follow. 


Forest Service 

The Forest Service matches revenues against expenditures in four 
major categories; namely, national forest, research, State and private 
forestry, and work for others. (See exhibit 4, p. 21.) The revenues 
are reported on a cash basis and the expenditures on an obligation 
basis. 

We believe that the statement of operations would present a more 
accurate comparison of revenues and expenditures if it were prepared 
on an accrual basis, including depreciation of certain fixed assets. 

While it might be useful for purposes of economic analysis to further 
divide revenues and expenditures of major programs into more limited 
categories, such as division of the national forest program into timber 
sales, grazing, land use, and power activities, problems involved in 
allocating expenditures and the cost of maintaining the additional 
records would have to be weighed carefully against expected benefits. 


Bureau of Land Management 


The Bureau of Land Management maintains revenues and operat- 
ing costs on a modified accrual basis and does not match revenues 
against expenses. 
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We believe that the matching of certain categories of revenues 
against expenses would be advantageous. For example, the proper 
matching of grazing revenues against related expenses would provide 
a better basis than is presently available to aid the Bureau in deter- 
mining the policy on charging grazing fees. Forestry activities also 
lend themselves to matching. Regarding the possible matching of 
mineral leasing revenues against expenses, the management advan- 
tages and costs of doing so should be weighed carefully; this activity 
results in a relatively large amount of receipts compared with related 
expenses (excluding depreciation and depletion). 

To match revenues against expenses, BLM will have to further 
develop accrual accounting on income as well as expenses, including 
depreciation of certain fixed assets. The Bureau will also have to 
develop more meaningful cost allocations for purposes of matching 
expenses against revenues. 

National Park Service 

The National Park Service maintains —— on an accrual basis 
and revenues on a modified accrual basis; i. e., revenues are recorded 
on the basis of billings rather than when cael. It maintains reve- 
nue accounts by receipt fund symbols and certain of the expenses, 
such as expenses incurred for reimbursable activities and special 
funds, by receipt fund symbol categories. Consequently, for these 
two activities receipts can be matched against expenses. (See ex- 
hibit 7, p. 24.) 

However, the general fund revenues, which consist primarily of 
park entrance fees and concession franchise fees, are not matched 
with the specific operating program expenses. Such matching would 
require developing allocation procedures and an appropriate basis for 
estimating receipts. 

Because of the relatively small amount of general fund revenues 
compared with the related operating costs, and because entrance 
fees are not charged for all parks, the matching of the revenues against 
expenses may not necessarily be advantageous. 








DESCRIPTION OF ACCOUNTING SYSTEMS AND ACCOUNTS 
MAINTAINED 





Forest Service 


At June 30, 1957, the accounts of the Forest Service were main- 
tained on an obligation basis at the central office in Washington, 
D. C., 10 regional offices, and 1 Forest Products Laboratory. 

The Service’s accounting system includes (1) appropriation con- 
trol accounting and (2) financial control accounting. Appropriation 
control accounts are maintained to record and control appropriation 
expenditures and to show available appropriation balances. The 
financial control accounting system provides an accumulation and 
classification of expenditures by categories, such as activity, function, 
asset, or expense, as an aid in managing Forest Service operations. 
These accounts are maintained currently on a cash basis and are ad- 
justed annually to an obligation basis. 

Land, structures, and equipment are recorded in an investment ac- 
count at original cost or appraised value. These assets, with the ex- 
ception of equipment, are not under general ledger control. How- 
ever, the Service plans to establish accounting control for most of 
these assets, with the exception of the public domain. At June 30, 
1957, only equipment assigned to the working capital fund was de- 
preciated. 

The Service operates a working capital fund which rents equipment 
and provides other services and supplies on a reimbursable basis to 
programs of the Forest Service as well as other Federal agencies. 
Financial statements for the working capital fund are prepared 
quarterly on an accrual basis. 

Forest Service receipts are recorded in the books of account under 
appropriate fund symbols, such as general, special, trust, and deposit 
funds. Records supporting the fund accounts show the sources of 
receipts. 


Bureau of Land Management 

Basic concepts and principles of the present Bureau of Land Man- 
agement accounting system are as follows: 

A decentralized accounting system has been established to the ex- 
tent that it provides for 5 accounting offices, 4 field offices, and 1 
central office at Washington, D. C. Separate general ledgers are 
maintained by the accounting offices. In addition, the central office 
maintains a set of general ledger summary and control accounts. 
Concepts of home and branch accounting are followed by both central 
and area offices and have been integrated into the general ledgers. 

Control of funds is accomplished by means of allotment control 
accounts established at the central office and the five accounting 
offices. A system of budgetary control is integrated with the general 
ledger accounts. Budgetary accounts in the general ledger show the 
unliquidated obligations, expenditures, and the unobligated balances 
of appropriated and reimbursable funds. These accounts are designed 
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to provide a basis for preparation of reports to the Bureau of the 
Budget and to provide control over funds. 

The Bureau’s accounting system is on a modified accrual basis. At 
the end of each fiscal year, for the purpose of preparing the balance 
sheet, accounts payable are recorded for goods and services received 
for which payment has not been made. Baring the year capital and 
noncapital expenditures are recorded on the cash basis. As stated 
previously, we have been informally advised that BLM is currently 
revising its accounting manual to provide for accrual accounting. 

Accounting for property, plant, and equipment is recorded at origi- 
nal cost or appraised value at date of acquisition. Accounts are pro- 
vided to show the various classes of capitalized assets such as struc- 
tures and improvements, roads and trails, equipment, and construc- 
tion work in process. The Bureau’s accounting system does not pro- 
vide for depreciation of assets. 

Revenues are recorded when billed rather than when earned and 
are not classified as to source of income in the books of account. 
BLM receipts are recorded in the books of account under appropriate 
fund symbols, such as general, special, trust, and deposit funds, and 
records supporting the fund accounts show the sources of income. 

The Bureau prepares statements of revenue (receipts) and expense 
and balance sheets based on data recorded in the books of account. 
The financial statements ‘ fiscal year 1957 are shown as exhibits 2 
and 6 on pages 15 and 23. The Bureau prepares a statistical report 
annually showing various eae of receipts by States, areas, and 
other categories. 

National Park Service 

In December 1956 the National Park Service completed installation 
of a new accounting system. At June 30, 1957, the general ledger 
accounts were maintained by the central office in Washington, D.C. 
and by 24 field finance offices. Accounts are maintained on the 
accrual basis except that revenues are recorded on a modified accrual 
basis, that is, on the basis of billings rather than when earned. Ex- 
penditures are accounted for and reported on the basis that will 
include costs for materials received and services performed during the 
accounting period. 

Monetary and accountability control records are maintained for 
property, equipment, and inventories, except that fixed property 
and facilities acquired or developed prior to installation of the new 

system are not under general ledger control. 

A system of budgetary or fund control is integrated with the 
general ledger acc ounts. Budgetary accounts in the general ledger 
show the expenditures, unliquidated obligations, and unobligated 
balances of appropriated funds. These accounts are designed to 
provide a basis for preparation of reports to the Bureau of the. Budget 
and to control funds at appropriation activity levels. 

The system of accounts is devised to classify expenditures as 
capital and noncapital. Cost accounts are used and are designed 
to provide data for programing, budgeting, accounting, and reporting. 
The system also provides for depreciation of certain equipment items. 

NPS revenues are recorded in the books of account under ap- 

ropriate fund symbols such as general, trust, and special funds. 
‘ords supporting the fund accounts show the sources of revenues. 








FINANCIAL STATEMENTS 





Exuisir 1.—DEPARTMENT OF AGRICULTURE 


FOREST SERVICE 


Statement of financial condition, June 30, 1957 


ASSETS 
Current assets: 
Cash and fund balances: 
Operating funds . $27, 456, 899 
Trust and deposit funds 30, 425, 600 
j Advances from _ other 
agencies “4 1, 890, 758 


Cash in transit. __ . 916, 830 
" i $60, 690, 087 


Accounts receivable: 





Government agencies 1, 622, 587 
Other (including advance 
payments due) 7, 487, 926 
Travel advances------ 114, 251 
—— 9, 224, 764 
Inventories, including work 
in process (principally at 
cost)... - pegs va 1, 705, 575 
Total current assets saci ecb at do'tnie eee ac ee aaa .-. $71, 620, 426 
Land, structures, and equipment: 
Lands and timber deonenechanens.. Sta eeoe 
Structures and facilities: 
Roads, trails, and 
bridges__ _. $493, 732, 000 
Other structures and 
facilities_ ...-- 140, 495, 000 
ttn eS 
Nonstructural improvements. sweaaes 70, 297, 004 
Machinery and equipment... $51, 518, 191 
" Less accumulated deprecia- 
tion... - : since ee 11, 675, 231 
—— — 39, 842, 960 
Total land structures, 
OMT CONOR Sos nin kk 6 oxo peandeceuntoasseee 865, 827, 964 
LORD BARON... ... nacn= ace atsadeueeessaeeeae See 937, 448, 390 


1 COMMITTEE NotTE.—This represents the value for only 28,000,000 acres of the 188,000,000 acres under 
Forest Service jurisdiction. In these categories the Forest Service manages 7,000,000 in land utilization 
areas, 1,500,000 acres of donated and exchanged lands, and 19,500,000 acres of purchased land, for a total of 
28,000,000 acres. In addition, there are 160,000,000 acres of public domain lands under Forest Service 


management. 
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Exhibit 1—DrparTMENT oF AGRICULTURE—Continued 
FOREST SERVICE—Continued 


Statement of financial condition, June 30, 1957—Continued 


LIABILITIES AND NET INVESTMENT 
Liabilities: 
Accounts payable (working 
capital fund): 
Government agencies . _ - $970, 282 
Other _ -- 1, 200, 564 
wa $2, 170, 846 
Trust and deposit liabilities: 
Government agencies _ _ - 2, 452, 753 
Other 11, 373, 915 
13, 826, 668 
Advances from Government 
agencies _. 1, 994, 750 
Deferred credits- , 7, 255, 831 
Accrued annual leave (work- 
ing capital fund) 313, 636 
I lhe hh atten an duadiaumibeumerseccuenwiad $25, 561, 731 
Net investment: 
Unpaid obligations and unob- 
ligated no-year appropria- 
a a a did real tee 43, 448, 371 
Donated and invested capital 868, 438, 288 


Total net investment 911, 886, 659 


Total liabilities and net in- ; 
vestment 937, 448, 390 
GENERAI NoTe.—This statement was prepared and consolidated from the Forest Service’s statements 
of financial condition (S. F. 220) on the working capital, trust, deposit, and appropriated funds and from 


other information obtained from the Service. General Accounting Office comments on certain significant 
items appear on p. 13. 
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GAO COMMENTS ON FOREST SERVICE STATEMENT OF FINANCIAL 
CONDITION 


The Forest Service statement of financial condition as of June 30, 
1957 (exhibit 1), was prepared and consolidated from the Service’s 
Statements of Finest Condition (Standard Form 220) on the work- 
ing capital, trust, deposit, and appropriated funds and from other in- 
formation obtained from the Service. Although certain minor reclas- 
sifications and adjustments of intrafund transactions have been made, 
the overall financial condition has not been changed. 


Lands and timber 

The value shown for lands and timber relates to the acquisition cost 
of about 26.5 million acres of land acquired by purchase and to about 
1.5 million acres of land acquired by donation or exchange. The 1.5 
million acres of land has not been capitalized, but, for purposes of 
reporting to the General Services Administration and to the Treasury 
Department, the Forest Service has assigned a valuation of $1 per 
acre to the lands and this value has been included in the total value 
shown. 

In addition to the purchased, donated, and exchanged lands, the 
Service administers about 160 million acres of land withdrawn from 
the public domain as national forests. Current Department of 
Agriculture Administrative Regulations, title 7, provide that lands 
withdrawn or reserved from public domain for national forests ordi- 
narily will not be capitalized, and in accordance with the regulations 
a capitalized value has not been established in the accounting records. 

Pursuant to the request of the chairman, Committee on Govern- 
ment Operations, House of Representatives, the Forest Service 
appraised its public domain realty at estimated market value as of 
June 30, 1956 and 1957.!_ This value, exceeding $6.5 billion at June 
30, 1957, was included in the committee’s Federal Real and Personal 
Property Inventory Report. Value of certain improvements made 
on public domain is reflected in part in these land and timber values. 
No allowance for public values for such important uses as water 
production was included in the appraised values. 

Roads, trails, and bridges 

Roads, trails, and bridges were acquired through construction by 
either (1) road contractors, (2) timber purchasers, or (3) force account. 
Road contractor construction is valued at cost; timber purchaser 
construction is valued at estimated cost; and force account construc- 
tion is valued generally at the cost of direct labor and direct materials, 
although some adjustment of direct labor rates was made for relief 
program labor used. 


1 See report of House Committee on Government Cometions, entitled ‘‘Federal Real and Personal 


Property Inventory Report (Civilian and Military) of the United States Government Covering Its 
Properties Located in Continental United States, in the Territories, and Overseas, as of June 30, 1957” 
(85th Cong., 1st sess.). 
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Other structures and facilities 

Other structures and facilities consist principally of buildings and 
related improvements, recreation facilities, and range improvements, 
all of which are stated generally at cost. 


Nonstructural improvements 

Nonstructural improvements are principally tree planting, timber- 
stand improvement, and soil and water control improvements, all of 
which are stated generally at cost. 


Machinery and equipment and related depreciation 

The machinery and equipment of $51,518,191 includes about 
$23.5 million capitalized under the Service’s working capital fund on 
which depreciation has accumulated to about $11.7 million. This 
$23.5 million valuation is based on cost for purchased machinery 
and equipment and on estimated value (fiscal year 1957) for donated 
and transferred machinery and equipment. The balance of the 
machinery and equipment is valued at acquisition cost and has not 
been depreciated. 








ExuHisit 2.—DerPARTMENT OF THE INTERIOR 


BUREAU OF LAND MANAGEMENT 
Balance sneet as of June 30, 1957 


ASSETS 
Current assets: 

Cash on hand_- ss haps dine lmaaiitead 

Funds held in trust by Treasury in deposit 
accounts. __- - sel oh : Sateate : 

Undistributed funds derived from the sale of 
public lands and products and the leasing of 
public lands ‘ 

Accounts receivable__ - ; hea! a 7, 876, 253 

Unapplied accounts receivable !_ __- 2 364, 701 

Materials and supplies- - _- Sa 783, 067 


$4, 074, 431 
119, 182, 392 


, 774, 664 


Total current assets__ 
Fixed assets: 


$187, 326, 106 


Real property. - 
Equipment, furniture, ete 


aa $912, 649 


6, 188, 759 


Total fixed assets 
Negotiable securities deposited in ° 


‘reasury . - - 
Unmatured receivables 


7, 101, 408 
574, 200 


18, 569, 251 


213, 570, 965 





Total assets___ 


LIABILITIES AND NET WORTH 
Current liabilities: 
Accounts payable 
Other liabilities: 
Funds on deposit derived from sale of oil and 
gas rights on Outer Continental Shelf lands 


and held pending determination of owner- 


w $1, 453, 205 


ship of lands ze $99, 952, 759 
Deposits with applications for use of lands or 
for sale of land products 10, 843, 987 


Withheld taxes, purchase of savings bonds, 





ete ; ; 1, 196, 976 
Negotiable securities held by Treasury 574, 200 
Imprest funds advanced by disbursing officers 13, 000 
Total other liabilities 112, 580, 922 
Total liabilities , ; 114, 034, 127 
Deferred income from unmatured timber contracts 18, 569, 251 
Net worth: 
Undistributed special funds . $69, 774, 664 
Unexpended appropriations and contributed 
funds _ _- ee4 4, 208, 981 


Invested and donated capital 6, 983, 942 


st : wee 80, 967, 587 


; 213, 570, 965 
1 Payments received by Geological Survey for which billings have not yet been prepared. 


GENERAL NOTE.—'Phis balance sheet and note were prepared by the Bureau of Land Management. 
General Accounting Office comments on certain significant items appearing on p. 16. 


Total net worth 


Total liabilities and net worth___ sat ba 


15 








16 FULL DEVELOPMENT OF PUBLIC RESOURCES 


GAO COMMENTS ON BUREAU OF LAND MANAGEMENT BALANCE SHEET 





The balance sheet as of June 30, 1957 (exhibit 2), was prepared 
by the Bureau of Land Management. Based on our review and 
discussion with BLM employees, comments on certain significant 
items, either included in or excluded from the balance sheet, follow: 


Funds held in trust by Treasury in deposit accounts 

Funds held in trust by Treasury of $119,182,392 consist principally 
of receipts from sale of oil and gas rights on Outer Continental Shelf 
lands that will not be distributed or disposed of until a determination 
of landownership has been made ($99,952,759) and deposits received 
with applications for use of lands or for sale of land products ($10,843,- 
987). The latter two amounts are shown on the balance sheet under 
the caption “Other liabilities.”’ 


Unapplied accounts recewable 

The credit balance under unapplied accounts receivable of $14,364,- 
701 represents payments received by the Geological Survey and de- 
posited to BLM accounts for which billings have not yet been prepared. 
When leases become productive, rentals and royalties are collected by 
the Geological Survey pursuant to departmental order No. 2505 and 
deposited into the Treasury to the accounts of the Bureau of Land 
Management. The Bureau of Land Management and the Geological 
Survey are developing accounting procedures to more closely aline 
collections and billings and to eliminate the large credit balances. 


Fixed assets 

Public domain lands are a significant asset of BLM. However, 
they are not recorded in the books of account or shown on the BLM 
balance sheet. Regarding the valuation of the public domain, we 
noted that values were established by the Department of the Interior 
for the purpose of furnishing information to a congressional com- 
mittee. On November 20, 1957, the Department submitted a tabu- 
lation to the chairman, Committee on Government Operations, House 
of Representatives, showing estimated market value of public domain 
lands administered by the Department. The reported land value for 
the continental United States and Alaska was $2,681,875,000, of 
which about 72 percent, or $1,957,110,000, was attributable to 
lands administered by BLM. Values assigned by the Department 
were stated as based on ‘real estate’ rather than on “recreational or 
other value.’”’ The Department stated in its transmittal letter that 
the estimates are, at best, a rough approximation of values, subject 
to serious limitations on their usefulness. The land values do not 
include values of buildings, structures, and other facilities or value 
of mineral resources subject to disposal under mining or mineral 
leasing laws. 

The reported real property of $912,649 represents structures and 
improvements, and capital work in progress. Structures and im- 
provements are recorded at cost or appraised value, including buildings 
structures and appurtenances of permanent nature, and land other 
than public domain. 

BLM has not capitalized the cost of roads and trails. However, 
we have been informally advised that the Bureau is providing for 
capitalizing roads and trails, including road allowances granted in 
timber sales, within the near future. 
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The equipment and furniture of $6,188,759 represent the cost of 
movable property of a capital nature. 

BLM does not depreciate fixed assets. 
Unmatured receivables 

Unmatured receivables of $18,569,251 represent estimated timber 
contracts which will become due in future periods. The contra- 
account, deferred income from unmatured timber contracts, represents 


accounts to be taken into income as portions of contracts are com- 
pleted by lumbering concerns. 


Undistributed special funds 


The undistributed special funds totaling $69,774,664 represent 
receipts derived from the sale of public lands and products and the 
leasing of public lands. The funds are distributed periodically in 
accordance with applicable laws. Most of the balance at June. 30, 
1957, was distributed in July and August 1957. The contra-account, 
is shown on the balance sheet under the caption “Current Assets.”’ 








Exuisit 3.—DEPARTMENT OF THE INTERIOR 


NATIONAL PARK SERVICE 


Balance sheet as of June 30, 1957 


ASSETS 

Land, structures, and equipment: 
EE ET ee a ee eed Ae era 1 $4, 004, 342 
Physical improvements -_.-___...__-.------- 1 626, 787 
RON i ne cl necks _ $15, 577, 516 
Less depreciation. ________--_-- 2, 952, 965 








— 12, 624, 551 
Equipment owned by other Government agen- 


Reet ee ee ha etd Ge a 97, 261 
Construction work in process__________-~- . 266, 919, 296 
Total land, structures, and equipment nijeeios 2ubge Meee one $84, 272, 237 
Funds available for disbursement: 
General and special operating funds-_--_- - - $28, 000, 782 
Allocations from other agencies__________- 5, 601, 664 
wruse ann aeposit Tuhds... .... 2.2... 3, 616, 194 
I ER IN eS io BAG ee eww eh bdenmckh co 37, 218, 640 


Other assets: 
a a ee eene ase 82, 887 
I ui x ed a 1, 286, 164 


Materials and supplies - - -__-_- Me iden baa eee 610, 234 
Contract authorizations (unfunded) - Pe eee thea pee SLES 72, 052, 500 
Undistributed costs of construction plans, survey and super- 

ES 7 | ere a eae aed ate raat k ee ae 7, 692, 216 








akan eae 203, 214, 878 


LIABILITIES AND NET WORTH 


LAeee: ONOUN MOVROIS. .... - scbo noes se nnwinwca decd $3, 618, 887 
Other liabilities: 
Employees’ tax and bond deductions__---_-_-- $859, 477 
RANEY CPONOOME. 6. on ee ee 1, 044, 189 
Unapplied deposit funds_......._...-_-_--- 332, 319 
a RI NUD os nth els Lae me maemo sa 2, 235, 985 


ee 5, 854, 872 





Total liabilities 
Deferred credits: 


General fund revenue (billed and uncollected) _ $68, 407 
Other deferred credits________-_ poe rey were 98, 462 
Total deferred credits____________- ee est ad ene Lc 166, 869 


Net worth: 
Unexpended appropriated and contributed funds - - - _- se ae 524, 315 
Invested and donated capital__.........------ ew — 92, 574, 688 








Unappropriated trust funds_____.....__------ et 2 roadhiy es 11, 247 
Trust fund investments_________- a a pts Sal kates Ag 82, 887 
a I fe. oe Oo 2 eke ox __ 3197, 193, 137 
Total liabilities and net worth.__________________-_ dz 203, 214, 878 


1 These amounts represent only the cost of property that has been taken up in the plant-in-service ac- 
counts since the Service’s new accounting system was installed, beginning in the 1956 fiscal year. Arrange- 
ments are now being worked out to place under accounting control all property, such as lands, buildings, 
related structures and facilities, roads, and trails, acquired and developed prior to the installation of the 
new accounting system. Public domain lands are to be taken up in the accounts at token values. The 
figures reflected in this statement represent only small portions of the Government investment in the 
Service’s lands and improvements. The total investment in such assets is not known at this time; how- 
ever, it is estimated to exceed $500,000,000. 

2 This figure includes the cost of a number of projects which have actually been completed but which have 
not yet been transferred to the plant-in-service accounts. 

3 This figure is understated by the investment in lands and improvements, such as buildings, utilities, 
roads, and trails, acquired or developed prior to installation of the Service’s new accounting system but 
which have not as yet been taken up in the accounting records. As indicated in footnote 1, the investment 
in such property is not known at this time but is estimated to exceed $500,000,000. 


GENERAL Note.—This balance sheet and the notes were prepared by the National Park Service. Gen- 
eral Accounting Office comments on certain significant items appear on p. 19. 
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GAO COMMENTS ON NATIONAL PARK SERVICE BALANCE SHEET 


The balance sheet as of June 30, 1957 (exhibit 3), was prepared 
by National Park Service. 

Based on our review and discussions with NPS employees, comments 
on certain significant items, either included in or excluded from the 
balance sheet, follow: 


Land, structures, and equipment 

NPS has not recorded a value for lands, buildings, roads and trails, 
and other improvements acquired or constructed prior to the installa- 
tion of the new accounting system in 1956. Evaluation of lands 
acquired from the public domain and by other means of acquisition 
is a major problem. As shown in footnote 1 to the balance sheet, 
public domain lands are to be taken up in the accounts at token 
values; also, the estimated cost of unrecorded investment in lands 
and improvements exceeds $500 million. This estimate is based on 
data submitted to GSA on the Annual Report of Real Property Owned 
by United States Government (GSA Form 1166) and does not include 
lands acquired from the public domain. 

The Department of the Interior estimated that at June 30, 1957, 
the value of lands reserved or withdrawn from the public domain and 
under the administrative control of NPS totaled $641,741,000. In 
transmitting certain data pertaining to the value of public domain 
lands to the chairman, Committee on Government Operations, House 
of Representatives, on November 20, 1957, it was stated that the 
values assigned were based on real estate rather than on recreational 
or other value and that the estimates do not give proper weight to the 
scenic and recreational sites of the national parks and monuments. 


Equipment and related depreciation 


NPS employees informed us that the reported equipment value of 
$15,577,516 represents for the most part acquisition costs. Equip- 
ment inventory cards generally support the values recorded in the 
accounts. At many locations inventories have not been taken to 
confirm the amounts recorded at the time of converting to the new 
accounting system. 

The recorded depreciation of $2,952,965 is considered by NPS em- 
a to be understated. Not all the equipment is depreciated. 

n most cases only automotive and some office equipment are depre- 
ciated. 
Construction work in process 

The reported work in process of $66,919,296 consists principally of 
general construction and plant in process ‘of reclassification. Some 
completed project costs are included in the reported construction 
work-in-process amount, and normally they would be transferred to 
a plant-in-service group of accounts which shows classes of capital 

roperties used by NPS. Transfer of completed work has been de- 
layed j in some cases because procedures for distributing related plans, 
survey, and supervision costs have not been fully developed. 

To clear work in process to specific plant-in-service accounts, NPS 
will have to inventory, appraise, and analyze cost data applicable to 
the construction activities. NPS is preparing an accounting manual 
which will provide accounting instructions for classifying construc- 
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tion work in process and allocation of the related plans and survey 
and supervision costs. 


Undistributed costs of construction plans, survey, and supervision 

The reported undistributed costs of construction plans, survey, and 
supervision of $7,692,216 at June 30, 1957, are closely related to the 
work in process. Transfer of these costs to the related plant in service 
group of accounts has been delayed until procedures have been com- 
pleted for allocations to this group of accounts. The Service is in the 
process of preparing these instructions. 


Contract authorizations (unfunded) 

The Federal-Aid Highway Acts of 1954 and 1956 (68 Stat. 72 and 
70 Stat. 376) authorized the appropriation of funds to cover con- 
tractual obligations for the fiscal years 1956 through 1959. NPS 
receives annual appropriations to liquidate obligations incurred under 
the authorization. At June 30, 1957, the unfunded contract authori- 
zation by program was as follows 


| 
Parkways | Roads and 








| 
Year programed a Total 
wa trails 
1957 fiscal year portion_._..._....-_- Snciiead ieee ood ; $4, 006, 800 $4, 045, 700 $8, 052, 500 
ar ye ee eee ae 16,000,000 | 16, 000, 000 | 32, 000, 000 
1959 authorized program. ------ ia ca ‘16, 000, 000 ; 16, 000, 000 H $2, 000, 000 
acted & 6 died mnie peck wi |e 5, 006, ‘800 36, 045, 700 72, 052, 500 











Exnipit 4.—DrpARTMENT OF AGRICULTURE 


FOREST SERVICE 


Summary statement of receipts and expenditures for the fiscal year ended June 30, 1957 


Programs Receipts Expenditures 
eOenRES en ens CUEING, OO ooo. s cs Sac cdawdecndusenseienaaadnceedeneaaan $120, 025, 635 $103, 107, 526 
Ie peli iiss b cts taps osin eaialhictgpahnnenigntoanisntcab gine aane 849, 942 10, 722, 919 
SES GE GURU ONG TRUNGIE Ties do cis tide ecandncendbiddtactaed tan 1, 558, 445 23, 418, 214 
re a 5h vais nn ceeahcdiniting bemiiedmidimmiaaeetaiae 8, 668, 658 10, 669, 176 
Total receipts and expenditures... ... 2.2.4... ons cocccccencccsocons 131, 102, 680 147, 917, 835 


GENERAL NorTeE.—This statement was prepared by the Forest Service. General Accounting Office 
comments appear on p. 22. 
Exuisit 5.—DEPARTMENT OF AGRICULTURE 


FOREST SERVICE—-NATIONAL FOREST PROGRAM 


Statement of receipts and expenditures for the fiscal year ended June 30, 1957 





Receipts: 
Forest reserve fund: 
Timber and forest products___..............--......--.. $102,779, 129 
rae wan Seio abasuretiannlovtaaiaearapeteraaaemaianae 2, 682, 349 
Land and power use_.__- intntuadpcbiipoleon iapiboseh Doleasiese tty ae uated 2, 033, 454 
————_ $107, 494, 932 
Land utilization areas: 
Timber and forest products.......................---..- 215, 120 
Grazing... aod thidinlecdibaeccaa Geigretto Ga aa 684, 102 
Mineral leases and ermits.. Is sninsiechsaceeh cadens ecectaaiaietadceiatadl 737, 461 
Recreation... ._-- dick cha tip dedsntes abtadagec ina 30, 084 
Ws hte ts bwatcoabeieadadponceesusentecedece eee 67, 899 
—_—_— 1, 734, 666 
oe SR eee a Oe ee 3, 561, 732 
Tomanes Wetional Peres, AMAR, 3... cess ccnncuntashducdeoncsahbhawouese 531, 930 
Cooperative work-_- cat Cae tal eae ee SS os 6, 217, 037 
Other miscellaneous receipts_ is asa cian sk essen aes aictlgpetahesetede talie pian Lepinite ars 485, 338 
. be oe EE ONE WOONIOU, a osiknn cdicinnscnnncdcdnantincidinsadappank ease $120, 025, 635 
°xpenditures: . 
National forest protection and memagement Total Investment Operating 
and land utilization eee ee arenas . $43, 486, 926 $5, 769,640 $37,717, 286 
Fighting forest fires- ; ksctepeedmeaithats 9, 659,620 ..._._- 9, 659, 620 
TT NINN Ids nes com nemmaeient 1, 580, 183 5, 980 1, 574, 203 
UE I ORI a inten acnnchssecmanesaduad 2, 562, 999 6, 219 2, 556, 780 
Cooperative range improvements. - sate 707, 127 302, 856 404, 271 
Road sno trail syetet.............<..-...s.-. 35, 456, 116 24, 947, 487 10, 508, 629 
Acquisition of land_-.-- ‘ 429, 335 409, 503 19, 832 
Flood prevention and w atershed Protection. 1, 126, 357 522, 609 603, 748 
Cooperative work......--- dber seis 8, 098, 863 7, 433, 912 664, 951 
yy eee 103, 107, 526 39, 398, 206 63, 709, 320 
Add estimated depreciation on roads and other improvements. .--._..---- 18, 463, 000 
Total operating expenditures, including estimated depreciation.-._...........-..----- 82, 172, 320 
Excess of receipts over operating expenditures__.............-.-.....-..-.-.---- beaut 37, 853, 315 


GENERAL Note.—This statement was prepared by the Forest Service. General Accounting Office 
comments appear on p. 22. 
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GAO COMMENTS ON FOREST SERVICE STATEMENTS OF RECEIPTS AND 
EXPENDITURES 


The statements of receipts and expenditures for the fiscal year 
ended June 30, 1957 (exhibits 4 and 5), were prepared by the Forest 
Service. The Service prepares annually financial statements pro- 
viding information on receipts and expenditures. Receipts are stated 
on a cash basis and expenditures on an obligation basis. Receipts 
are classified in accordance with the programs from which they were 
produced, such as timber sales and grazing, and by the geographical 
area from which they arose. Expenditures on an obligational basis 
are summarized by geographical area and are grouped by (1) appro- 
priation and object classification, (2) operating function, (3) operating 
and investment expenditures, (4) cooperative work, and (5) work for 
others. A portion of the receipts, amounting to about $30 million, 
is subject to distribution to States, Territories, and counties as 
directed by the Congress. 

The estimated cost of permanent access roads, constructed by 
timber purchasers and financed from approved road allowances 
granted by the Forest Service as reductions in the value of the timber 
purchased is, in effect, noncash income which is not shown on the 
statement. This estimated cost is capitalized as roads, trails, and 
bridges on the statement of financial condition. The contra credit is 
in invested and donated capital account, and estimated depreciation 
on these roads is included as part of the depreciation shown on the 
statement of receipts and expenditures. We believe that preferred 
treatment of income and expenses would be to include the estimated 
cost of permanent roads as income, as well as to include subsequent 
road depreciation as an expense. 
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ExnuiBit 6.—DEPARTMENT OF THE INTERIOR 


BUREAU OF LAND MANAGEMENT 
Statement of revenue and expenses for the period July 1, 1956, to June 30, 1957 


Revenue: 


Hales, Dubsic lANGS ONG MaAterIGs. . ... oc naccuncccu.«cuwaees $3, 520, 118 
FO EG COMIIMISIONS.. .. . on ic cicero ncboees dale 1, 014, 871 
Mineral leasing. .«. <<... aon ncenn sone see eee 81, 187, 956 
COSI co) 5. ie ein nnn o Hane dee ee cee 2, 285, 646 
Sales, Indian lands__...---------- swiis Lite A cael en ease eta 495 
Right-of-weg Iesee8. . . .- W.- nnc ncaa meee awe 108, 326 
Oregon and California and Coos Bay timber sales__...__.._.... 19, 633, 544 
Cetier thiber sales... .. ...-.. 402d eee ce Siete 1, 838, 060 
Reincelianootie receipts... ns «oi cs.n4 cc euneeh as eases 261, 638 
Oil and gas, Outer Continental Shelf____.___..._.---_------ 2, 208, 703 


eOtel Penebies ss. cee She cai een delta eae 112, 059, 357 


Expense: 
Operating costs .... 5... 6. cccccounmeuen ope a See 17, 464, 230 
Payment to states and counties ! (expe nditure basis) __—_- _-. 38, 069, 244 





Rotel expenses... ... 4.6 «+ - ccna coum eeeate shee 55, 533, 474 








Excess of revenue over expense !_ 


aaa 56, 525, 883 


1 On an accrual basis payments to States would be $38,700,056. The excess of revenue over expense on an 
accrual basis would be $55,895,072. 


GENERAL NotTE.—This statement and note were prepared by the Bureau of Land Management. General 
Accounting Office comments appear below. 


GAO COMMENTS ON BUREAU OF LAND MANAGEMENT STATEMENT OF 
REVENUE AND EXPENSES 


The statement of revenue and expenses for the period July 1, 1956, 
to June 30, 1957 (exhibit 6), was prepared by the Bureau of Land 
Management. This statement is prepared annually by the Bureau. 
Revenues shown on the statement are stated on a cash basis and 
operating costs on a modified accrual basis. The Bureau accrues 
operating costs annually at June 30. 

Basically, the receipts are recorded in the books of account in 
accordance with receipt fund symbol and, for purposes of the state- 
ment, certain similar types of receipts are consolidated. 

The operating costs do not include costs incurred by the Geological 
Survey in the supervision of productive oil and gas and mining leases 
although receipts from these activities are shown in the statement 
under the captions “Mineral leasing” and “Oil and gas, Outer Con- 
tinental Shelf.” For fiscal year 1957, Geological Survey requested 
about $1.5 million for these activities, which are carried out for BLM 
and other Government agencies. 

Also, the statement does not include depreciation because the 
Bureau does not depreciate assets. Also depletion of assets is not 
considered, 

The payment to States and counties of about $38 million is not 
part of BLM’s operating costs and represents required distribution of 
receipts as provided by law. 
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Exuisit 7.—DEPARTMENT OF THE INTERIOR 


NATIONAL PARK SERVICE 


Statement of operating expenses and related revenues and receipts for fiscal year 1957 








Expenses: 
Operating program expenses: 
Management and protection activities ____- $11, 441, 202 
Maintenance and rehabilitation activities... 10, 041, 584 
General administration. ............--_--- 1, 271, 028 
————_———— $22, 753, 814 
Expenses chargeable to working funds_____.__..__.-_____- _. 8, 767, 640 
Expenses chargeable to reimbursable activities. ___...._.___- 1, 069, 232 
Expenses chargeable to special funds__________-_- aL aa 250, 664 
Expenses chargeable to trust funds__._._...._..-_._------- 329, 059 
Total expenses __ ---_-- OR fi Sie a See re ok ee 28, 170, 409 
Revenues and other receipts: 
General fund revenues. ____._--_--- eee oe SU OEL ee. 5, 724, 711 
Collections from reimbursable work__________..--.---_----- 1, 088, 287 
Collections for special fund expenses____-_-----_----------- 239, 378 
Collections for trust fund expenses_____.._.....----------- 127, 419 
Other revenues and receipts___--_----. : Rae dA Users 79, 023 
Total revenues and receipts__-_ ~~~ -- ohn bin vs A a AS 7, 258, 818 
Excess of expenses over revenues and receipts._......_..-_------ 20, 911, 591 


GENERAL Note.—This statement was prepared by the National Park Service. General Accounting 
Office comments appear below. 


GAO COMMENTS ON NATIONAL PARK SERVICE STATEMENT OF OPERATING 
EXPENSES AND RELATED REVENUES AND RECEIPTS 


The statement of operating expenses and related revénues and 
receipts for fiscal year 1957 (exhibit 7) was prepared by National 
Park Service for the convenience of this report from data recorded 
in the books of account. Control accounts have been established for 
each of the categories listed on the statement. Operating program 
expenses are shown on the statement by appropriation activities. 
Cost accounts have been established to show components of cost, such 
as personal services, other direct expenses, facilitating services, de- 

reciation of equipment, and stores. Expenses chargeable to working 
unds, reimbursable activities, special funds, and trust funds represent 
recorded expenses applicable to the respective funds and activities. 
Reimbursable activities expenses consist of such items as quarters and 
mess operations, utility operations for concessioners, and other 
expenses. 

fost of the general fund revenues are received from entrance fees 
to parks and other areas administered by NPS. Collections from re- 
imbursable work, special funds, and trust funds, represent the cash 
collected in fiscal year 1957. The general fund revenues are main- 
tained on a modified accrual basis. (See p. 7.) 
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LETTER FROM SENATOR MURRAY TO MR. MARION CLAW- 
SON, DIRECTOR, LAND USE AND MANAGEMENT PRO- 
GRAM, RESOURCES FOR THE FUTURE 


Unirep Sratres SENATE, 
ComMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
May 22, 1958. 
Mr. Marton CLawson, 
Director, Resources for the Future, 
Washington, D. C. 

Dear Mr. Ciawson: On November 15, 1957, partially as a result 
of reading your book, The Federal Lands, I asked the Comptroller 
General to undertake a study of financial reporting for natural resource 
programs. A copy of that letter was furnished to you. I now trans- 
mit for your information a copy of his reply. 

Would it be imposing too much on your time for you to present 
your views, as a land management expert, on some of the factors you 
consider desirable in reports designed to better show the importance 
of proper investment and operating funds for Federal natural resource 
agencies? If you desire to undertake it, will you also set forth a 
tentative financial statement and examples of the economic informa- 
tion that should accompany such statements? 

I shall appreciate receipt of the comments you are in a position 
to make. 

Sincerely yours, 
JAMES E. Murray, 
Chairman, 


RESPONSE OF MR. MARION CLAWSON TO SENATOR 
MURRAY 


RESOURCES FOR THE Future, INc., 
Washington, D. C., May 27, 1958. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: I am happy to respond to your letter of 
May 22, asking me to comment on some of the factors that should be 
considered in reports designed to show the importance of proper in- 
vestment and operating funds for the Federal natural resource agencies. 

I am delighted to see the interest of the Committee on Interior and 
Insular Affairs, of the General Accounting Office, and of the land 
managing agencies in this matter. It is evident that substantial 
progress toward achieving better reports has already been made, and 
I am sure that we may look forward to further progress. There are 
obvious deficiencies in the present accounts and reports, as the report 
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of the General Accounting Office well points out. The capital asset 
values are arrived at in an unrealistic manner; there is inadequate 
handling of investment expenditures and of depreciation, and there 
are differences between agencies in what should be comparable mat- 
ters—the differences in the way the Forest Service and the Bureau of 
Land Management handle payments to States and counties is an 
example of the latter. But these deficiencies are recognized both by 
the General Accounting Office and by the agencies, and I am sure that 
steps to overcome them will be taken as rapidly as practicable. 

I support the position taken by the Comptroller General, in his 
letter to you, that the accounts of the land managing agencies should 
conform to the general accounts developed for all Government 
agencies. After all, these agencies are part of the executive branch 

the Federal Government, and it would be most confusing if their 
accounts were on some different base. 

However, it does seem to me that two additional broad lines of 
approach are called for. In the first place, it would be most helpful if 
the land managing activities of the land managing agencies were set 
forth clearly and separately from their other activities. The Forest 
Service, for example, carries on research and cooperative fire control 
and other activities with the States, as well as manages the national 
forests. A substantial part of the total expenditures by that agency 
are for these activities which are not directly part of Federal land 
management. A similar, but smaller scale, situation exists for each 
of the other agencies. If it is possible to have accounts and reports 
relating directly and exclusively to the land managing activities, these 
would be much more useful in reaching decisions as to the best public 
policy for those lands. 

In the second place, it seems to me that no system of accounts, 
however complete and accurate, will alone provide a sufficient base for 
sound public decisions. Any accounts that may be developed must 
be supplemented by certain economic analyses, to reveal major 
alternative lines of public action and to provide the best basis for 
choosing among them. I think of three directions in which accounts 
a be supplemented by further analysis. 

Each agency should prepare an annual report on its land manage- 
al activities, according to a common model, bringing together in 
realistic fashion an account of all income, including that “in kind” 
and the value of those services provided fr ee, and bringing in also all 
costs, including those not in cash. I have drawn up, and attach 
hereto, a very brief and simplified statement of the kind I have in 
mind. Some of the figures for this statement I have taken from the 
Comptroller General’s report to you; others I have had to guess at or 
invent. The statement therefore has only limited accuracy, . but 
perhaps it will be illustrative of what could be accomplished with 
proper and accurate data. The annual output from the Federal lands 
falls into three groups: cash revenues, which accounts may be expected 
to show clearly; “in kind,” or the value of roads built, forest plantings 
made, or other land improvement practices carried out by timber 
purchasers as part of their contracts—these could be shown on ac- 
counts, although they are not shown now; and the value of products 
or services provided ‘free or for less than a full market value. For 
instance, recreation is provided free or at a nominal fee, yet it is surely 
of great ‘value. Most mineral leases are on a noncompetitive basis, 
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so that less revenue is obtained than might be. In fact, for nearl 
every resource or services, less than a full market value is obtained, 
at least in some instances. Important policy issues are involved in 
the pricing of products and services from Federal lands; I am not here 
challenging present policies, but only suggesting that it would be help- 
ful to have full information. You will note that according to my 
rough estimates, the cash receipts are less than half of the total annual 
output. Among the expenses, not only should cash operation and 
maintenance costs be included, but also depreciation on depreciable 
items, payments to States and counties (in lieu of taxes), and interest 
at a reasonable rate on the value of the capital assets. According to 
my very rough estimates, two-thirds of the total annual costs are 
interest on the value of the capital assets. 

This form of statement could surely be refined; perhaps more de- 
tailed supplementary statements would be helpful, to indicate how 
the various parts were estimated. Some of the items which I have 
simply guessed at could be estimated or recorded with accuracy, 
thereby making such statements much more reliable. In particular, 
much study would be required to estimate the full value of many 
services and products now supplied free or below full market values. 
I have no doubt that experience would show many ways for improve- 
ment of this form of statement. But I think that something of this 
approximate character, treating all values and all costs, is essential 
for a correct understanding of Federal land management. 

2. Each agency should prepare another statement, or statements, 
on its land management activities in which would be shown the effect 
of different levels of expenditure and of investment than actually 
occurred. At the best, the foregoing types of reports show only what 
happened in the year in question. The critical question on which 
the public wants an answer is, what would have happened had we 
done something different? If we had made greater or less expendi- 
tures for operation and maintenance, or for investment, what effect 
would this rine had upon revenues, upon output, upon capital value 
of the land? This type of analysis is exactly what well-managed 
private firms do. They are not content to report what their gross 
income and profits were in the year just passed; they consider care- 
fully how to increase both in the year ahead. They consider the 
possibility of larger output, greater investment, more sales effort, and 
various other practices, as these affect profits. In the illustrative 
figures in the attached statement, what would have happened had 
$10 million, or $25 million, or $40 million more or less been spent on 
the Federal lands, either for operation and maintenance only or for 
investment also? Such an analysis must be made carefully, and be 
based on the best possible facts. It should consider not merely what 
happens to cash revenue in the year under consideration, but what 
effect a different program would have on the outputs not represented 
by cash revenues, on the value of the capital assets, and on output in 
future years. Public agencies must present these analyses for public 
discussion, before congressional committees and elsewhere; to this 
extent, they differ from the operating plans of a private company, 
which can be and usually is a private matter. But the real policy 
decisions of the Congress and the public turn on these alternative 
plans and their consequences. A simple budget request which is 
defended by the agency concerned, as is the present practice, is not 











28 FULL DEVELOPMENT OF PUBLIC RESOURCES 


adequate; it is made at only one level of operation and there is no 
clear picture of the consequences of different programs. 

3. The agencies should prepare reports considering in some detail 
the payments to States and counties out of revenues from land man- 
agement activities. At present, there are widely differing arrange- 
ments in existence. The sums involved are considerable—in excess 
of $60 million annually now, and sure to rise in the future. On the 
average, one-fourth or more of gross cash receipts from Federal lands 
are paid to States and counties. In our book, The Federal Lands: 
Their Use and Management (published by Johns Hopkins Press), 
Dr. Held and I emphasized that this form of payment is undesirable 
both to the States and counties and in its effect upon sound business 
management of the Federal lands. A sharing of gross revenues 
from Federal lands is a form of gross income tax—a kind of tax widely 
condemned for its adverse effects upon business of all kinds. In 
addition, I cannot help but wonder if the sharing of gross revenue 
does not give the States and counties more money than taxes on a 
private ownership base would give them for the same lands. I note 
with much interest a recent annual report of the Weyerhauser Timber 
Co., with summary financial data for 10 years 1948-57. The total of 
Federal income taxes and all other taxes for this company has run 
from 10 to 17 percent of gross annual income, averaging about 12 
percent. By far the greater part of this has been Federal income 
taxes; all other taxes have been less than 5 percent of gross income 
in every year. It seems to me we should not continue to pay out 
very large sums to States and counties without knowing more than 
we now know about how these amounts compare with possible local 
taxes. 

I wish again to emphasize how pleased I am with the interest of 

our committee, of the General Accounting Office, and of the agencies. 

he Federal lands are extensive in area, great in importance, and 
growing in importance. They must be managed to achieve their full 
productivity. The costs of their management must be considered 
carefully. If the conservation and wise use of these lands is to be 
promoted, and if the interests of all the people are to be protected, 
then we need more information about the lands than is now avail- 
able, and we need to consider carefully all the possible lines of action 
in their management. 

Sincerely yours, 
Marion CLAWSON, 
Director, Land Use and Management Program. 
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Schematic annual economic report for Federal land managing agencies, fiscal year 
1957 ' (data partly from various official reports, partly hypothetical) 





In thousands of dollars 





Bureau | National 
Forest | of Land Park Total 3 
Service | Manage-| Service | agencies 


























ment 
1, Assets—land, timber, minerals, roads, buildings, etc. --.....-- 7,000, 000 (4, 100, 000 |1, 350,000 |12, 450, 000 
2. Value of annual output: 
(a) Cash revenues from— 
BO ae si vite is abide eceletatead 107, 088 21, 472 0 128, 560 
BD, PE NO i ainice tics ngs to sh Oriani Genie eaeeaibins 737 83, 397 0 84, 134 
iii. Grazing fees and leases --............-.------ 3, 366 2, 286 25 5, 677 
iv. Recreation fees and charges_...........--.-..- 130 0 4,779 4, 909 
v. Cooperative deposits (K. V. Act)....-....-..- GPT Tite inwnschccdiieetan 6, 217 
vi. Cooperative deposits, other 2___..___- cotnbeas OG Boks Sons nabconn eae 4, 473 
ER IE EN IE 2, 486 4, 904 1,000 8, 390 
Fehal eins TOPOL... nino cccccateceunudetes 124, 497 112, 059 5, 804 242, 360 
(6) Income ‘‘in kind’’: 3 
i. Timber road construction................-.--| 29, 500 SIE Bic ades 32, 500 
ii. Timber road maintenance ._.._...........--- 3, 500 SP Edaingicinnan 3, 800 
iii. Erosion control, slash disposal, ete.........-- 1, 500 ae 1, 700 
iv. Grazing area maintenance-__.............---- 500 ie detec 1,000 
Total “‘in kind’’ revenues_.............---- 35, 000 OOF tnacsnenss 39, 000 
|= — = Se ——————. 
(c) Additional value of products or services provided at | 
less than full market price: 4 
By EEE a Pec ace cn ec aii elaine 10, 000 RM Bivicnaaucen 11, 000 
fi. Mineral leases _-..........._-.- Paes siecluastoed 100 Be Westen duces 30, 200 
iii. Grazing fees and leases._......_--_- cassia i 3, 000 6, 500 10 9, 510 
iv. Recreation fees and charges. .............--- | 90,000 2, 000 96, 000 188, 000 
Wa PD ithe tice Gi oe as eee 1, 000 2, 500 500 4, 000 
Total additional value_.._.............---- 104, 100 42, 100 96, 510 242,710 
(@) Increase in value of assets §_.............-........... 90, 000 5,000 3,000 98, 000 
Grand total, annual output_____.___- nes nnbssban eek 353, 597 163,159 | 105,314 622, 070 
3. Annual expenditures during year: ri OSES pier =~ a 
(a) In cash, for operation and maintenance: 
L, DOM SOUTER. o a accunnnceccsincuddaanece 63, 709 18, 464 14, 754 96, 927 
2, FEGMR CREE GIES Fie oe cncovcnssstacteied EE bavkcesinsnd bsncamanen 4, 473 
Total cash._.....-. thine detaateliead ees 68, 182 18, 464 14, 754 101, 400 
(6) In kind 7___. Siatackecaide eames einai acanaas Eee aes 5, 500 1, 000 0 6, 500 
(c) Depreciation of capital assets_-.....................-- 18, 463 2, 500 15, 000 35, 963 
(d) Payments to States and counties. -._.............-.-- 30, 000 38, 069 50 68, 119 
(e) Interest on value of assets......................--..- 210, 000 123, 000 40, 500 373, 500 
Grand total expenditures._......................-. 332,145 | 183,033 70, 304 585, 482 
4, Investment expenditures: % 
GP Bek GONE ins Aid nniaitcned wadideid ene et 39, 398 5, 000 8, 000 52, 398 
it MEE eo clbcid che dxantaceitclindadnnameiiaiens adie 29, 500 pk ane 32, 500 
TORE BPI a vsintin canindcteikccedeckeconeme 68, 898 8, 000 8, 000 84, 898 





1 As far as practicable, these data apply to land management activities only. As such, they exclude 
research, cooperative work with States, cooperative work done for other agencies, trust funds (except as these 
are receipts from resources), and the like. 

2 Cash payments to Forest Service for brush disposal, maintenance of roads and other improvements 
and other purposes; cash expended by Forest Service for these purposes. 

3,Value of roads, bridges, and other structures built, and of reseeding and other services performed, by 
timber purchasers and range users, as a part of contracts or leases. These values are part of annual output 
but they do not go to the Forest Service in cash; expenditures to these values made by users. 

4 These amounts are the estimated differences between the full market value at competitive prices, and the 
cash revenues actually received from the various uses or resources. 

5 Due to increased volume of timber and other increases in value, but assuming a stable general price level; 
includes value of annual investment in excess of annual depreciation. 

® As shown in item 2 (a) vi, above. 

7 As shown in items 2 (6) ii to 2 (6) iv, above. 

8 From appropriations and from item 2 (a) v, above. 

§ As shown in item 2 (6) i, above. 
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